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OATH OR AFFIRMATION

I DARREN DAY , swear {or affirm) that, to the best of
my knowledge and belicf the accompanying financial statement and supporting schedules pertaining to the firm of

ALARIS TRADING PARTNERS, LLC as | '
of ECEMBER 31, , 2006 , are true and correct. [ further swear (or affirm) thai

neither the company nor any partner, proprietor, principal officer or director has any proprictary interest in any account

classified solely as that of a customer, except as follows:

—Siate-of Galifornia; UUUIIly of San-Diego
Subscribed and n to (or atfirmed)
before me on this day of agb-ﬁﬂ&f‘{ - /i
2067 by J)a-rf:ef\ et 4 ’ ’

personally knownto me or proved@ me on m
the basia of satisfactory evidence tobe the T il

persgn{s) who appearad befzz ge. Signature

Mona D. Stone, Notary Public MANAGING MEMTI?EER * EE COMPLIANC?}FFICER

MONA D. STONE
COMM. #1523686

8] NOTARY PUBLIC-CALIFORNIA
SAN DIEGO COUNTY
. Expires October 31, 2008

Notary Public A NN ’Lf
et

This report ** contains {check all applicable boxes):

£k @ Facing Page.

KX (b} Statement of Financial Condition.

EX (c) Statement of Income (Loss).

KX (d) Statement of Changes in Financial Condition.’

KX (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

KX (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.°

O (i) [nformation Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consclidation.

XX () An Oath or Affirmation.

[ (m) A copy of the SIPC Supplemenial Report.

d (n) A reportdescribing any materiat inadequacies found to exist or found to have existed since the date of the previous audit.

WO

**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Steven Martinez, CPA
® 3uite 310 & Prong:  (B58) 535-9935

An Accountancy Corporation 5755 Oberlin Drive Fax: (858) 5359194

~

San Diego, Colifornia 92121-4717

Report of Independent Auditor

To the Members
Alaris Trading Partners, LLC:

I have audited the accompanying statement of financial position of Alaris Trading Partners,
LLC, as of December 31, 2006, and the related statements of income, changes in members
equity, and changes in financial condition, for the year then ended. These financial
statements are the responsibility of the Company’s management. My responsibility is to
express an opinion on these financial statements based on my audit.

I. conducted my .audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material

‘misstatement.  An audit- includes examining, on a test basis, evidence supporting the

amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. | believe that my audit provides a
reasonable basis for my opinion.

In my opinion the financial statements referred to above present fairly, in all matenal
respects, the financial position of the Alaris Trading Partners, LLC, at December 31, 2006
and the results of its operations and changes in financial ondition for the years then ended
in conformity with generally accepted accounting principles.

My examination was made for the purpose of forming an opinion of the basic financial
statements taken as a whole. The information contained on Schedules I, 11, and III are
presented for purposes of additional analysis and is not required as part of the basic
financial statements, but as supplementary information required by Rule 17a-5 of the
Securities and Exchange Act of 1934. Such information has been subject to the auditing
procedures applied in the examination of the basic financial statements and, in my opinion,
is fairly stated in all material respects in relating to the basic financial statements taken as a
whole and in conformity with the rules of the Securities and Exchange Commission.

Steven Martinez
Certified Public Accountant

San Diego, California
February 23, 2007



Alaris Trading Partners, LLC
Statement of Financial Condition

December 31, 2006

Assets

Current Assets:
Cash
Clearing firm deposit
Total current assets

‘Fixed assets, net of

accumulated depreciation

Total assets

- Liabilities and Members Equity

Liabilities:
Accounts and accrued payables
Soft dollars payable

Total habilities

Commitments and Contingencies (See Notes)

Members' equity
Total Liabilities and Members Equity

See accompanying notes.

$ 500,017
560,790

1,060,807

- 81,876

80,718

56,625

137,343

1,005,340

5 1,142,683




Alaris Trading Partners, LLC
_ Statement of Income
For the year ended December 31, 2006

Income
Commissions

Expenses :
Commissions and clearing charges
Communications '
Depreciation
Legal and professional
Rent
Salaries and wages
Soft dollar expenses
Travel and entertainment

_ General and administrative
Total operating expenseé

Net loss from operations
Other income:

Interest income
Net other income

State income taxes

Net loss

See accompanying notes.

$ 92,165

34,527
146,901
15,321
75,899
82,912
174,632
26,778
50,706
88,844

596,520

(504,355)

16,118

. 16,118

800

S (487,437)




Alaris Trading Parmers, LLC
Statement of Changes in Members Equity
For the year ended December 31, 2006

Balance at December 31, 2005 S (14,378)
Members capital contributions 1,507,155
Net loss (487,437)

Balance at December 31, 2005

See accompanying notes.

5 1,005,340




Alaris Partners Trading, LLC”
Statement of Changes in Financial Condltlon

- for the Year ended December 31, 2006

Operating Activities:

See accompanying notes.

Net loss $ (487,437)
~ Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 15,321
Increase in clearing firm deposit (560,790)
Increase inaccounts payable 57,199
Increase in soft dollars payable 56,625
~ Total Adjustments (431,645)
Net cash used by operating activities (919,082)
Investing Activities:
Fixed assets (97,197)
Net cash used by investing activities (97,197)
Financing Activities:

Members capital contributions 1,507,155
Net cash provided by financing activities 1,507,155
Net increase 11 cash ' 490,876
Cash at beginning of year 9,141
Cash at end of year $

500,017




Alaris Trading Partners, LLC
Notes to Financial Statement
December 31, 2006

. Organiza'tion and Summary of Significant Accounting Policies
Organization

We are an introducing broker dealer. We conduct our business from our offices in San Diego,
California and Jersey City, New Jersey and we engage in the following business activities with
institutional clients;

= Broker or dealer retailing listed and unlisted corporate equity securities;
= Broker or dealer selling corporate debt securities;
= U.S. government securities;

= Investment advisory services

Qur transactions are conducted on a fully disclosed basis with Goldman Sachs Execution and
Clearing LP, a NYSE member firm. We are approved as a securities broker dealer by the
Securities and Exchange Commission, National Association of Securities Dealers, State of
California and State of New Jersey. Accordingly, we operate under the exemptive provisions of
Securities and Exchange Commission (“SEC”) Rule 15¢3-3(k)}(2)(11).

Basis of Accounting

Our financial statements are prepared on the accrual method of accounting, in accordance with
generally accepted accounting principles, whereby revenues are recognized when earned and
expenses are recognized when incurred.

Revenue recognition: .
Our revenue is commission based and is recorded on a settlement date basis. Securities
transactions, underlying the commissions, are also recorded on a settlement date basis.

Property, computers, equipment and leasehold improvements:

Our fixed assets are stated at cost, less accumulated depreciation. Fixed assets consist of
computers, office furniture and equipment, as well as leasehold improvements, with a cost
exceeding $500. Depreciation- is provided on a double declining balance method over the
underlying assets useful life, ranging from three to seven years. Salvage is considered and is
estimated to be zero.

Use of Estimates

In preparing our financial statements in conformity with generally accepted accounting principles
we make certain cstimates and assumptions that effect certain reported amounts of assets,
liabilities, revenues, expenses, and disclosures at the date of the financial statements. Actual
results could differ from those estimates. Any adjustments applied to estimated amounts are
recognized in the year in which the adjustments are determined.
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Alaris Trading Partners, LLC
Notes to Financial Statement (Continued)
' December 31, 2006

1. Organization and Summary of Significant Accounting Policies (Continued)

Cash and Cash Restrictions

Our cash consists of amounts held on deposit with financial institutions. We do not hold any.
certificates of deposits or government securities. We do have $65,000 on deposit that is
restricted in order to pacify our security deposit agreement underlying our Jersey City office
lease. .

Concentration of Credit Risk l

Financial instruments that potentially subject us to concentration of credit risk consist of
temporary cash investments. We place our temporary cash with financial institutions that are
insured by the FDIC or SPIC. At December 31, 2006 we had $960,807 on deposit among two
different institutions which exceeded the maximum insurance coverage.

Income Taxes

We do not record a provision for federal or state income taxes. We are a partnership, not subject
to income taxes. Our partners are required to include their proportionate share of income in their
income tax return.

We are subject to an annual $800 California Franchise Tax and a fee measured by our gross
receipts.

2. Clearing Firm Deposit

We are required to maintain a certain amount of cash on deposit with Goldman Sachs to satisfy
the Company’s deposit requirement under our clearing agreement. The amount on deposit is
restricted and the amount can fluctuate. ) :

3. Fixed Assets and Depreciation

At December 31, 2006 our depreciable fixed assets consisted of the following:

Leasehold improvements $13,113
Office furniture 12,079
Computers and Software 72,005
Total fixed assets 97,197
Less: Accumulated depreciation (15.321)
Fixed assets, net $81,876
0



Alaris Trading Partners, LLC
Notes to Financial Statement (Continued)
December 31, 2006

4. Lease Obligations

We lease our San Diego iof_f':ce and Jersey City office. Our future obligation under these leases
are as follows: :

San
Year Ending Diego  New Jersey
December 31, Office Office Total
2007 $35,514 § 114520 $ 152,041
2008 - 114,520 116,528
. 2009 - 114,520 116,529
2010 - 114,520 ' 116,530
2011 - 85,890 87,901

Total =~ §$35514 § 543,970 $ 579,484

5. Net Capital Requirements

We are subject to the uniform net capital rule (Rule 15¢3-1) of the Securities and Exchange
Commission, which requires both the maintenance of minimum net capital and the maintenance
of a maximum ratio to aggregate indebtedness to net capital. OQur minimum net capital
requirement 1f $250,000. Our aggregate indebtedness to net capital ratio must be less than 800%.

On December 31, 2006 the Company’s net capital was $923,464. This amount exceeded our
minimum net capital requirement by $608,464. The Company’s ratio of aggregate indebtedness
to net capital was only 16 to 1.

hkdkkhkkkkhki ki ihrhid
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Alaris Trading Partners, LLC
Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2006

Alaris Trading Partners, LLC is exempt from the Reserve Requirement ‘of Rule 15¢3-3(k)(2)(11).
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: Alaris Trading Partners, LL.C
Information Relating to Possession of Control Requirements Under Rule 15¢3-3
December 31, 2006

Alaris Trading Partners, LLC is exempt from the Posseséioh and Cohtrq] Requirements of Rule
15¢3-3(k)(2)(11). to
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Steven Martinez, CPA

¢ Suile 310 ¢ Phone:  (858) 5359935

An Accountancy Corporation 5755 Oberlin Drive Fax: (858} 5359194

San Diego. California 92121-4717

SUPP'LEMENTAIL ACCOUNTANT’S REPORT
INTERNAL CONTROLS

Board of Directors
Alaris Trading Partners, LLC

In planning and performing my audit of the financial statements and supplemental schedules of
Alaris Trading Group, LLC, for the year ended December 31, 2006, I considered its internal
control, including control activities for safeguarding securities, in order to determine my auditing
procedures for the purpose of expressing my opinion on the financial statements and not to
provide assurance on internal controls. :

Also, required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), I have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that 1 considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
rule under 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, I did not review the practices and procedures
followed by the Company in any of the following:

1 Making quarterly securities examinations, counts, verification, and comparisons.

2 Recordation of differences required by rule 17a-13

3 Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining internal control _

and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to” in the
preceding paragraph and to assess whether those practices and procedures can’ be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from -

unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the proceeding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design in operation may deteriorate.

14



Alaris Trading Partners, LLC ’ ‘ February 23, 2007
Internal Control Report :

My consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A" material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected with in a timely period by employees in the normal
course of performing their assigned functions. However, I noted no matters involving internal
control, including control activities for safeguarding securities, that I considered to be material
weaknesses as defined above.

[ understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of his report are considered by the SEC to be adequate or its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objective in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on my study, I believe that the
Company’s practices and procedures were adequate at December 31, 2006 to meet the SEC’s

objectives.

This report is intended solely for the information and use of the Company’s Members and
management, the SEC, National Assoctation of Securities Dealers (NASD), and other regulatory
agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation
of registered brokers and dealers, and is not intended to be and should not be used by anyone
other than these specified parties.

o J@Wa A

Steven Martinez
Certified Public Accountant

San Diégo, California

_February 23, 2007

15




